SPECIAL SUPPLEMENT 


THE PRINCIPLES OF CONSTRUCTIVE 
ECONOMICS AS APPLIED TO THE 
MAINTENANCE OF EMPIRE * 


I. THE DOCTRINE OF DEVELOPMENT 


THE strength of the Manchester school lay in the simplicity 
of its creed. The Imperial school must endeavour to base itself 
upon an argument equally definite and compact. Statistics up to 
the present have played an indispensable part in the fiscal contro- 
versy, but there is a strict limit to their usefulness : they are trying 
to the popular head, they make speeches cold, meetings dull, and 
democracy depressed. Since enthusiasm cannot be generated 
by arithmetic, no great cause was ever carried by figures. It is 
essential that the case for Imperial union upon an economic basis 
shoukl be made as far as possible independent of detail. By 
the use of undeniable figures we have succeeded in opening a 
controversy—that is in creating doubt. But this is negative 
work, and the effect of our efforts must depend in the long run 
upon the extent to which we can make our ideas of positive 
policy intelligible and convincing. If we are not only to create 
doubt but establish conviction, we must substitute one creed for 
another, principles for principles, ideals for ideals. ‘“ When I got 
my method by the end,” said Bunyan, “still as I pulled it came.” 
The attempt of the present paper is to seek the leading idea from 
which the fiscal tangle will come straight of itself in the mind of 
the plain man. That idea seems to be offered by the doctrine of 
development as applied to modern economics. 

The classical economists belonged to the pre-Darwinian age. 
We differ from them in our whole view of life and of the ends of 
life—in our whole mental method as well as in our possession 
of the practical experience of the last sixty years. We now 
know, for instance, that the security of all the peace interests of 
nations depends upon the efficiency of their war apparatus. We 
know that the one thing worse than war is being beaten ; that 
there is no economic injury more penetrating than defeat ; that 


* This paper was discussed by the newly formed Compatriots Club (see 
“ Episodes of the Month ”) on April 22. 


VOL. XLII 34 


2 THE NATIONAL REVIEW 


there are no economic factors so potent, so creative, as national 
strength and the sense of it. We now know that abandoned 
colonies and dependencies would mean lost markets as well as a 
broken Empire, and the permanent weakening of national spirit 
and energy even at home. The doctrine of development starts 
from the direct denial of laissez faire. It holds instead that under 
modern conditions the economic progress, no less than the 
political preservation of a State, must largely depend upon the 
conscious purpose and efficient action of the State itself. 
Government, in a word, should be the brain of the State, even 
in the sphere of commerce. 

England is not ruined, but for the most part exceedingly 
prosperous. Our purpose is served, not by denying that fact, 
but by accepting it and reasoning from it. There are of course 
serious qualifications to be made. A chart of the world’s poverty 
would show the existence of large depressions in this country, 
and the lowest soundings of all would be taken in the poverty- 
deeps of London. There is a steady accumulation of social 
sediment in all our great cities, It is not our immediate business 
to dwell upon these things, but rather to admit that the average 
level of material comfort is higher than in any other country in 
Europe. For there is no mystery connected with this admission. 
The octogenarian who had never gone to bed sober for half a cen- 
tury, used to be quoted as an instance of the beneficial effects of 
alcohol, but we should now take him as proving the vigour of an 
exceptional constitution. There is no doubt that Great Britain 
possesses, from the commercial point of view, an altogether 
exceptional constitution. In its maritime facilities and the 
character of its internal resources it enjoys, in proportion to its 
area and population, more natural economic advantages than any 
other country in existence. We inherit a vast amount of accumu- 
lated capital from the comparatively recent days of our monopoly, 
when we were the industrial centre of the world, and our 
manufacturing power was equal to that of all other nations 
combined. Cobdenism discounts our advantages, but has not 
yet reached the point of neutralising geology, geography, and 
history! Our gross profits are still greater—they ought to be 
far greater—than those of any other European people. Trades 
Unionism enables labour in this country to wrest from capital a 
maximum percentage of our gross profits. 

From this circumstance alone, even if our total earnings were 
no larger than those of Germany, or were even but slightly 
lower, the average wages of our working classes would be much 
higher—the more so as our labour-supply is smaller. Foreign 
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competition, recent as it is, has had no time to do more than 
weaken perceptibly the foundations of our industrial position. 
It has had no time to break down the mass of the structure. 
The rivalry of the United States and Germany has been acting 
with full effect for hardly more than a single decade. Above 
all, it must be pointed out that we still raise nearly as much coal 
upon our speck of an island as is raised in the whole of the 
United States. So long as coal remains the prime motive power 
of machine-industry, and our position in that respect continues 
to be anything like as favourable as it is now, our average income 
per head must be considerably higher than that of any other 
country in Europe, for reasons with which indiscriminate free 
imports have nothing to do. We owe to Cobdenism neither our 
collieries nor our coast line, nor the historic policy which gave 
us the mastery of the sea. Yet to the things we do not owe to 
Cobdenism we unquestionably owe the main fact of our 
prosperity—the excess of capital and income per head over the 
average per capita wealth of any continental people. 

Our natural advantages in many respects are indeed by no 
means so exclusive as the classical economists thought. But as 
compared with a country like Germany—which seemed so hope- 
lessly handicapped three decades ago by a poor soil, a bad coast, 
by traditional penury, by the struggle from the first against an 
insufficiency of capital, which is even yet by no means made wholly 
good—we have every natural qualification for exceptional pros- 
perity. To say we have superior prosperity is nothing. So far 
as we have it, it is evidently owing to our natural resources, to 
our long monopoly before the rise of foreign competition, to our 
Imperial position—that is, to our superior advantages of all kinds. 
The real question is whether we are making the most or the least 
of these superior advantages. As democracy would put the matter, 
are we making the best or the worst of ourselves? The present 
paper sets out from the view that we are no longer making the 
best of ourselves and are distinctly tending to make the worst. 
Our fiscal policy acts as a check upon our natural advantages: 
the policy of other countries acts as a stimulus upon theirs. 
Under a good system we ought to have made far more progress 
in the last thirty years than we have achieved. We ought to be 
still upon the aggressive and not upon the defensive in every 
neutral market in the world. Our existing prosperity ought to 
be even greater than it is and our prospects more secure. The 
contention to be examined, in a word, is, that indiscriminate 
free imports in this country are no longer conducive to the 
highest attainable level of economic progress, that for the island 
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and the Empire alike fiscal laissez faire is now a principle of 
minimum development, and that we must seek in another policy 
the principle of maximum development. 

An altogether new vocabuiary would be needed in this country 
to secure the clearest discussion of the issue involved. To a 
greater extent than has been generally recognised even yet, we 
are dealing in names which have no relation to things. Let us 
begin therefore by reminding ourselves of the actual meaning of 
some familiar terms : 

(1) Free Trade is something which does not exist, which has never 
existed, which cannot be made to exist, and which, however 
irreproachable as an ideal, is a conception remaining as 
purely abstract and remote as that of “the parliament of 
man, the federation of the world.” The theoretical merits 
of the doctrine are not in any way involved in the present 
controversy, and there is no occasion to dispute or even to 
discuss them. 

(2) Free Imports imply by their mere name the absence of free 
sale. They cannot be confounded with Free Trade, which 
implied complete reciprocity in the conditions of exchange. 
That was the quintessence of its meaning. Further, “free 
imports” cannot even be called “free imports” without 
qualification, for the purposes of careful controversy. Our 
system, if we are to accurately distinguish it from other 
systems, must always be thought of as “indiscriminate 
free imports.” 

(3) Protection nowhere means what in this country it is 
almost universally supposed to mean. It means in modern 
economics “largely free imports.” That is the quintessence 
of the idea involved in it. It distinguishes fundamentally 
between imports of raw material and those of manufacture. 
The latter are taxed, the former are free. The aim is to 
restrain the taxed import of foreign goods in order to 
encourage more powerfully the free import of raw material. 

(4) ‘ Free Imports” v. “Protection.” There is thus between 
these terms no such radical antithesis as is commonly 
supposed. The true distinction is the much narrower and 
more definite one between “indiscriminate free imports” 
and “largely free imports.” In this sense either of these 
systems has just as much or as little to do with Free Trade as 
the other. This country, for instance, possesses practically 
nothing in the shape of free exchange except in regard to 
coal. Now foreign countries called Protectionist actually 
do possess free exchange—that is, real Free Trade—to a 
more considerable extent. Germany and France, for instance, 
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have free imports for their raw material and free exports to 
this market for a very high proportion of their finished 
manufactures. 

(5) Federal Trade is the system proposed to be established in 
order to promote the largest exchange of commodities between 
the Mother Country on the one hand, and her Colonies and 
Dependencies on the other, with a view to the greater 
security of sea power, as well as to the economic development 
and political union of the Empire. 

Throughout the present paper, therefore, the issue will be 
regarded as one between indiscriminate free imports, and a 
discriminating system. This implies the abandonment of laissez 
faire and the definite intervention of the State for the purpose 
of encouraging the more desirable at the expense of the 
less desirable imports. There is no proposal to reverse Free 
Trade, for it has never existed. There is no attempt to dis- 
parage its principles, for they are remote from the practical 
issues of the existing generation. If the State is to interfere at 
all in economic policy, that interference can only take the form 
of some discrimination between imports and imports. Laissez 
faire was an artichoke of which every leaf but free imports has 
disappeared. Are we to consider that truth, which did not reside 
in the root, is likely to reside in the remnant? Or shall the 
remnant also disappear with the adoption by the State of a 
definite policy with regard to sea trade and Imperial production ? 
The whole question of Constructive Economics lies there. 

Philosophically the term “constructive economics” is one with 
which it might be possible to pick a slight verbal quarrel. The 
conflict is more strictly one, to deviate for a moment into jargon, 
between the passive and the active conceptions of the State, 
between the static and the dynamic ideas of public policy, 
between a theory of structure and a theory of energy; or, in 
one word, between laissez faire and savoir faire. The issue, as I 
understand it, is above all one between the doctrine of drift and 
the doctrine of development. But this being admitted there are 
great practical uses in the term “constructive economics.” All 
political economy must involve a theory of the State in relation 
to trade. For more than sixty years the most dogmatic and least 
exact of the sciences has been dominated in this country by a 
futile conception of the State. Laissez faire assumes that the 
State has no function or only a negative one in relation to trade 
—that commerce only asks of Governments what Diogenes asked 
of Alexander. 

That is the principle of destructive economics which we are 

organised to combat. The leading principle of constructive 
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economics is that the State, above all others the British State, has 
a positive and vital function in connection with the commerce 
upon which dominion depends. We are told by the survivors of 
the Manchester school that Governments can only hamper the 
operations of industry—that tariffs, in other words, can only limit 
production and restrict exchange. It is our business to show, upon 
the contrary, that the State can stil give a powerful and decisive 
impetus to national industry. A national economic policy can un- 
questionably promote production. In this country a well-adjusted 
tariff would stimulate, for instance, manufacturing production. 

But you cannot promote manufacturing prcduction in this 
country, which would then rely to a greater extent than ever 
upon imported raw material, without at the same time promoting 
exchange in the largest volume and in the best form. If a 
national tariff increased our manufacturing power it could not do 
so without making us larger consumers of raw material from the 
other parts of the Empire. From our point of view, we can only 
regard a National Tariff on the one hand, and Federal Trade 
upon the other, as the inseparable factors of a dual apparatus, or 
rather as the reciprocating parts of a single mechanism. There 
we touch the aspect of the case which, as I conceive, especially 
interests this Club. 

For again our theory of the State differs from Jaissez faire in 
that it avoids like the plague all pretence of laying down universal 
and eternal principles. We have to discuss the conception of a 
positive economic policy as applied to the concrete and unique 
circumstances of the British Empire. But we are all the more 
bound to place the clearest emphasis upon our leading idea— 
that of the fundamental unity of the whole question. The 
historic policy of this country never attempted to distinguish 
between the respective interests of trade and Empire. The states- 
men of the seventeenth and eighteenth centuries may have taken 
sometimes an erroneous view of the connection between them. 
But they had the great merit, Chatham in this respect being 
always supreme among them, of understanding that the inter- 
dependence of trade and Empire was at any rate vital. 

Far less can we afford to separate, or can we succeed in 
separating, those interests now, when the industrial island as a 
matter of absolute life and death is more than ever dependent 
upon having access at all times and upon the cheapest terms—of 
the word c’.eapest in that connection we are not at all afraid—to 
the oversea supplies without which our machines would starve as 
well as our people. For us trade and Empire must sink or stand 
together. For us the problems of both are urgent. In our belief 
a home tariff without fiscal federation with the Colonies would 
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be a lever without a fulcrum. We conceive the two things as 
warp and weft, not to be divided without pulling the texture to 
pieces. As Mr. Balfour said in that remarkable little speech to 
the overflow meeting at Sheffield, when he repudiated the idea 
that he was opposed to Preference on principle, it is not within 
the narrow limits of the four seas that you can develop the 
wealth, the population, and, in the combination of those two, the 
power required to keep you in your station among the Empires 
of the world. Still, as in the old days when the real foundation 
upon which our greatness yet stands was laid down by the 
national or positive system, so long and so inadequately known 
as the mercantile system, ships, colonies, and commerce are the 
inseparable links of a single chain, and they must slip or hold 
together. If your ships go, so do your colonies and your com- 
merce ; if your commerce goes, so do your ships and your 
colonies ; but also if your colonies should go, so, as we shall see, 
in a moment, must your commerce and your ships. 

With respect to each one of these things the condition of your 
Imperial existence is not success, It is supremacy. For this 
country there can be no such matter as a second-class position in 
sea trade with second-class shipping, a second-class navy, and a 
second-class dominion. We believe it to be in the strictest sense 
impossible that our supremacy in sea trade, sea power, national 
wealth, and Imperial dominion, can endure permanently or can 
endure for long without a decisive reversal of the essentially and 
avowedly anti-Imperial system adopted in 1846, and without a 
speedy return, with all such wide modifications as the very 
different needs and circumstances of the time may demand, to the 
historic and national spirit of commercial policy to which we owe 
to this day all that is solid still in the foundations and the fabric 
of the State. 

For national policy created sea-power, and sea-power has been 
not only the instrument of our defence; it has been the great 
engine of our progress. 


Il. HISTORICAL DEVELOPMENT 


Let us examine, by the light of Dr. Cunningham’s researches, 
the fundamental character of the commercial policy which 
prevailed in this nation for nearly three hundred years, from 
before the defeat of the Spanish Armada to close upon the 
eve of the Crimean War. Compared with the length of that 
period, indiscriminate free imports and laissez faire have repre- 
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sented a very temporary deviation indeed. The main points in 
the history of three centuries one can only endeavour to bring 
out here in a few sentences. The laissez faire doctrine in trade 
involved a theory of the stupidity of our ancestors. Now nothing 
is more certain than that statesmen in Elizabethan, Stuart, and 
Georgian times were at least as well able to deal shrewdly with 
the facts before them as are the statesmen of to-day. The actual 
quality of brain in Shakespeare’s time was as good as it has ever 
been since. I am certain that Bacon in the discussion of political 
economy could have given John Stuart Mill a very bad quarter of 
an hour. The theory of the stupidity of our ancestors before the 
Cobdenite age will not hold water for a single moment. 

What does Lord Hugh Cecil think of that theory as applied to 
his ancestor, the great Lord Burleigh, who was the real founder 
in this country of the national system of commerce and maritime 
policy ? The more strenuous and taking of the twins struggles to 
array his mind in the second-hand clothes of the Manchester 
school, just as the general world is casting them off, and he tries 
to look as though these early Victorian garments had always been 
the only wear of his house. The mercantile system as applied 
by the first and greatest of all the great Cecils was sound political 
economy in ruff and doublet. It was simply a policy of leaving 
nothing undone that could conduce to the defence and progress 
of the realm. It was precisely what we hope to make the policy 
we advocate to-day—a practical policy entirely free from pedantic 
abstractions, and endeavouring to deal to the best advantage 
with the patent facts of a very stirring world. 

Burleigh found our trade carried on by foreign shipping, he 
found the country supplied with foreign manufactured goods, 
largely dependent upon continental manufacture even for its 
apparatus of war. Until those conditions were changed we 
could not begin to dream of Empire. Burleigh encouraged 
Englishmen and aliens to improve home industry ; he broke the 
German shipping by which we had been almost exclusively 
supplied; and he brought over German gun-makers, on the 
contrary, to teach us how to make our own guns. The result 
was that in a few years we had the best ordnance in Europe. 
We crushed the Spanish Armada by superior gun-power even 
more than by superior seamanship, as Professor Laughton has 
shown. After that, but only after, we could dream of trade and 
Empire to any extent. National development, happily for every 
Englishman since, had made it possible for the island to become 
the nucleus of ocean commerce and oversea dominion. 

In the following century we had in the Navigation Laws the 
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most energetic system ever adopted by a nation to secure the 
development of its shipping at the expense of its rivals. I need 
say nothing in defence of the Navigation Laws, since we have the 
combined testimony of Adam Smith and John Stuart Mill that 
they were the wisest of all the commercial regulations of England. 
If they were politically right they could not be economically 
wrong. When Adam Smith said that “defence was more than 
opulence,” he hardly put the case with sufficient force. Defence 
creates opulence just as defeat works ruin. The power of 
nations, to state the maxim by which the commercial policy and 
the economic theory of Germany, for instance, are governed to- 
day—the power of nations in the modern world is the main 
factor in increasing the wealth of nations. Sedan made Germany 
richer to an immense extent than she had been. A sea-Sedan 
such as inspires the dreams of the German Navy League would 
make her richer than we are. 

Take a step forward in the study of the national system and 
again we see that the great Chartered Companies were created 
by the State as part of the whole machinery for developing 
markets abroad with the reflex effect of developing industry at 
home. Take manufacture. Walpole in the King’s Speech for 
1721 showed a complete grasp of the main fact upon which the 
modern theory of a scientific tariff depends—that the fullest 
development of manufacture in a country like ours is promoted 
by the largest import of raw material as a means to the largest 
and cheapest production of finished articles. The attitude of 
Chatham and the statesmen before him towards the Colonies 
was governed, and far too rigidly governed, by the same idea— 
that we should receive from the Colonies raw material, exotic 
produce and non-competitive articles generally, and that we 
should send our manufactures to them. “The Minister who 
neglects any just opportunity of promoting the power or 
increasing the wealth of his country is to be considered as an 
enemy to his fellow-subjects,” déclared the Cornet of Horse at 
the outset of his parliamentary career. Cobdenism would have 
approved the observation about wealth, and would have left out 
the reference to power, losing precisely by the omission what we 
may call that organic conception of national development as a 
whole which made mercantile statesmanship great in practice 
despite all defects in theory. Chatham, however, never thought 
of asking whether his theories were right or wrong. The self- 
conscious attitude towards political economy came later. 
Chatham was solely concerned with doing the effectual thing in a 
given situation. 
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The disciples of laissez faire ridiculed the attempt of the 
national system to monopolise markets. But the simple question 
of practical policy during all these generations was this. When 
all nations monopolised the markets they controlled, the question 
which country should control the largest market was a decisive 
issue, 

Upon the Cobdenite theory of the stupidity of our ancestors, 
we have all been brought up to believe that statesmen under the 
mercantile system were chiefly and absurdly preoccupied with 
attempts to secure the largest inflow and the least outflow of gold. 
Nothing perhaps has done more mischief than this caricature of 
the old national idea. Statesmen during the seventeenth and 
eighteenth centuries may have been preoccupied with the move- 
ment of bullion for the wrong reason, but it led them for many 
generations to do right things. Gold under the circumstances of 
that time was the real barometer of trade. When we were 
building up our industry we had to pay for our imports either 
with gold or goods. It was obviously far better that we should 
pay for them with goods. In a word, the object of the national 
system was that the foreigner should pay gold for our goods, 
rather than that we should pay gold for his goods. This involved 
a check upon foreign competitive power in order to provide a 
stimulus for our own competitive power. Or to put it another 
way. Before the rise of machine industry—temporarily upsetting 
the whole economic balance of the world in favour of this country 
—national aptitudes for manufacture were tolerably equal. When 
the gold-index showed that the foreigner was selling more goods 
to us than we were selling to him, it often showed the existence 
of a trade abroad, part of which we might collar for ourselves. 
It disclosed a direction in which development was still needed. 
The mercantile people thought it better to produce goods than 
to export gold, and that conception was one of fundamental 
good sense under the particular circumstances of their time. In 
one word, with respect to trade, sea-power and dominion alike, to 
shipping, manufacture and markets, the national policy was the 
principle of maximum development, as /aissez faire is now rapidly 
proving itself to be the principle of least development. When 
they tell us that a particular state of the gold-index under the 
mercantile system was the whole object of that system, they might 
as well try to convince us that the weathercock is the cause of the 
east wind. 

Such was the spirit of the national policy. What were the 
results ? It gave us, even before 1846, a supremacy in trade, 
Empire, and shipping such as the world had never seen before, 
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and far more complete and secure than the supremacy we 
possess now. Friedrich List, writing a year or two before the 
repeal of the Corn Laws, before the failure of the Irish potato, 
and the inconsequent triumph of the Jaissez faire doctrine, said : 
‘“‘In no previous age has the world known in manufacture and 
commerce such a supremacy as that of England, disposing of 
such immeasurable forces and pursuing such a consistent and 
mighty policy in order to grasp the monopoly of manufacture, 
traffic, shipping, the possession of every important Colony in the 
world and the sovereignty of every sea. At all times there have 
been cities and nations distinguished above others in industry, 
commerce, and shipping, but such a supremacy as England’s 
the world has never yet seen.” These were the Imperial results 
of the national or positive system. 

Yes; but I shall be very properly asked, what were the social 
results ? Remember that the Corn Laws * were no part of the 
mercantile system, though they are nearly always confounded with 
it. They arose separately, and at an altogether later date, out of 
the practical situation created in this country by the Great Wars. 
Some form of Corn Law was essential to steady the transition of 
agriculture from war prices to peace prices—agriculture being at 
that time well nigh as important as all other industries put 
together—and to prevent a violent dislocation in the economic 
life of the country. Some form of Corn Law was essential, but 
a bad form of Corn Law was adopted ; and it entailed some grave 
evils of its own. But in spite of that fact, the condition of the 
English working classes before 1846 was immeasurably better 
than that of the similar classes abroad. This is brought out by 
a paragraph one chanced across the other day in Porter’s Progress 
of the Nation—a stiff Free Trade witness—which proves that 
the wages of our workers in 1837 were four times or more what 
they were at the same period say in Saxony : 

The manufactures [says Porter] are encouraged by the miserably low wages 
paid in Saxony. It is stated on the best authority that in October 1837, a man 
employed at his loom, working very diligently from Monday morning until 
Saturday night and even at times with a lamp, his wife assisting him in finish- 
ing and taking him the work, could not possibly earn more than 2s. 6d. sterling 
per week ; and that another man who had three children aged twelve years and 
upwards, all working at the looms as well as himself, with his wife employed 
doing up the work, could not earn on the whole more than 5s. 4d. weekly. 

Thus, even under the Corn Laws wages were at least four 
times, probably five or six times as high in this country as they 
were in Germany. There is no such disparity now. In 1846, 


* This sentence applies to the Corn Laws of 1804-1846, not to the Corn 
Bounty of earlier periods when we were still a wheat-exporting country. 
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upon the theory of the stupidity of our ancestors and especially 
of Lord Hugh Cecil’s ancestor, laissez faire kicked away the 
ladder by which we had risen. Foreign nations have since had 
similar ladders constructed. Germany, as the late Mr. Whistler 
said of nature, is “creeping up.” Before 1846 we enjoyed a very 
close approximation to universal ascendency. Our system was 
more efficient than the French because we alone realised what 
Colbert aimed at—mercantilism plus sea-power. This meant the 
fullest control of raw material, markets, and shipping. For three 
centuries, in short, England had pursued a policy of maximum 
development with all her strength. What have been the real 
results of sixty years of /aisses faire ? 


Ill, THE RENEWED NEED FOR DEVELOPMENT 


For a generation we throve mightily, but it was only while 
the foreign competition already beaten down under our former 
system continued to lie flat. We provided the world with rail- 
ways and loans, We created their competitive apparatus, and 
then they one and all adopted or strengthened Protectionist 
methods of working their competitive apparatus. 

The main fact about our situation before 1846 was that our 
Imperial security and commercial supremacy were absolute in 
every possible respect. Wages were at least four times as high 
in this country as they were in Germany. The blots which dis- 
graced our civilisation were chiefly owing to the fact that Jassses 
faire meant the neglect of the people before it meant the neglect 
of the State. 

Let us endeavour to tabulate, simply, the indisputable facts 
about our commercial situation in 1904. They may be stated as 
follows : 

(1) Our manufactured exports to foreign countries have been 

stagnant for more than thirty years. 

(2) Our manufactured exports to the great protected countries 
have been slowly but clearly declining for thirty years. 

(3) Their manufactured exports to us have increased during 
the same period in geometrical progression—they have in- 
creased, are increasing, and ought to be diminished. 

(4) For some time the growth of our colonial trade compen- 
sated for the loss in foreign markets. But for two decades 
that trade also has been showing all the symptoms of arrested 
development. The recent spurt has been entirely due to the 
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Canadian Preference clause and the South African War— 
the credit for which cannot be attributed by any stretch of 
imagination to the principle of indiscriminate free imports. 

(5) Excluding South Africa the truth about our exports of 
manufactured articles to foreign and colonial markets alike 
is that as a whole they have been totally stagnant during the 
greater part of the present generation. 

(6) In spite of the help which we derive from coal the United 
States is now first in the total value of its exports. 

(7) If Germany continues to gain upon us as she did last year 
and as she has not ceased to do since Bismarck abandoned 
laisses faire, Germany in less than ten years from now will 
either take second place or dispute with America the first ; 
and we shall be reduced to the third place as an exporting 
power. 

These are the facts about exports. You will agree with me 
that they could hardly be worse ; that the necessity for waking 
up in earnest could hardly be more urgent. But now take the 
Cobden Club’s test. Take imports. Even upon the Cobden 
Club’s own principle of balance the countries which develope 
the largest exports must in the end have the largest imports. 
Things are indeed most clearly tending in that direction. The 
facts about imports are : 

(1) In the last twenty years the United Kingdom has increased 
its total imports for domestic consumption by 30 per cent. 
Germany, in spite of her Corn Law and protective system, 
has increased her total imports by close upon go per cent. 
And America, in spite of her McKinleyism and her vast 
internal command of food and raw material, has increased 
her imports by 40 per cent.* 

(2) At that rate in a couple of decades more we shall be 
surpassed, by Germany at least, in imports as well as in ex- 
ports, and therefore in total value of trade. That is a far 
more important point than any that has been made with 
respect to exports. For if Germany is to excel us in the 
total volume of her trade she must ultimately displace us in 
shipping. 

(3) An unmistakable index of the whole situation is that the 


* IMPORTS FOR DOMESTIC CONSUMPTION. 


Millio L Millon £. 
United Kingdom . ~ 36 473 
Germany ; ; . 161 299 
United States ; . 148 207 
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imports of our competitors show their demand for the raw 
materials of manufacture to be expanding faster than our 
demand. 

Again I think the facts could scarcely be worse even with re- 
gard to imports. The most optimistic judgment that the Cobden 
Club can draw for us from its own tests is that it may be a few 
decades yet before we fall into the second-class position with 
respect to total trade and shipping. The third great department 
of the inquiry touches of course the home market. As to this 
we shall not possess the same plain data for comparison until 
Professor Hewins has reported upon the labours of the Tariff 
Commission. But here again we can make without the slightest 
fear of contradiction some broad assertions of the most disquiet- 
ing kind. Stating them as before we say : 

(1) That America and Germany in the last twenty years have 
developed their manufacture without sacrificing their agri- 
culture. Their economic system is absorbing year by year 
a far greater increase of population than that for which we 
are able to find employment under the laissez faire system. 

(2) Every important British industry has weakened in com- 
parative position during the last twenty years, and is still 
weakening. 

(3) In the manufacturing industry, for which we possess the 
greatest natural aptitude—I mean the iron trade—we have 
sunk to the third place. To put it that way does not show 
the full seriousness of the matter. Again, I will not trouble 
you with the figures, but what they will show is that, in 
1880, we still made nearly as much pig-iron as the rest of the 
world put together, twice as much as the United States, 
three times as much as Germany. Now we have been 
immeasurably distanced by the States. We were finally and 
far outstripped last year by the Fatherland. Our output, 
which was larger a couple of decades ago than that of both 
these countries combined, is now only a quarter of their 
combined production. They are bound to pour their surplus 
of iron and steel into our market, just as they poured in their 
surplus of corn and sugar, and the iron trade is bound to be 
wrecked just as our agriculture was swamped. This fact 
alone would mean that the centre of our industrial line is 
being driven in before our eyes, and that we have reached 
the critical point in the economic life of England. 

We can sum up the whole matter with regard to the home 

market and national production in this way. America and 
Germany have increased their manufacturing output beyond 
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comparison more rapidly than we have. Exclusion from their 
markets has restrained our output. Access to this market has 
promoted theirs. But—and here we come at once to the 
foundation principle of constructive economics—the larger the 
output the lower the cost; the larger the output the larger 
and cheaper, relatively, the export surplus. The larger and 
cheaper the surplus the more they will dump if this market 
remains open, and the cheaper they will dump. Look at it 
as we like, and we shall see that laissez faire promotes the 
production of our rivals and restricts our own. I[t claims the 
name of Free Trade, and produces the characteristic effect it 
attributes to Protection. Free imports have in reality introduced 
a more far-reaching check upon British trade and industry than 
the restrictions Cobdenism removed* when it swept away the 
whole of our historic policy, the good and bad together, the 
parts of it that had become a clog upon our commerce as well as 
the parts of it which ought to have been retained as a safeguard 
and a stimulus. In 1846 everything was secure after three 
centuries of ancestral stupidity ; in 1904 everything is jeopardised 
after sixty years of concentrated wisdom and enlightenment. 

We shall find this contrast to be due largely to the fact that 
before the /aissez faire era, statesmen never forgot that in political 
economy the political comes first. Laissez faire attempted poli- 
tical economy with the politics left out. 


IV. THE THEORY OF NATIONAL DEVELOPMENT 


The classical economists sincerely believed that they were the 
people, and that wisdom should die with them. It is important 
to examine their principles, and to probe the errors of thinking 
which led their expectations to miscarry. Cobden is justly 
blamed for his false prophecies because they arose almost 
entirely from the false principles of that buoyant and vigorous 
empiric. 

Upon the theory of free imports our case ought to be that of 
Eclipse first and the rest nowhere. The Protectionist nations 
ought to have taxed themselves to death, under the delusion, as 
the Americans say, that they were lifting themselves by the straps 
of their boots. The pernicious thing Protection ought to have 


* As Dr. Cunningham admirably puts it, the conditions of our industry are 
now ‘‘ dictated” to us by foreign nations. 
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neutralised all America’s natural resources; a sickly dependence 
upon the State should have made the American capitalist languid 
and the German manufacturer incompetent. If Germany has 
superior technical education, if her whole industry, as we are 
told, is more intelligently organised than ours, the first result 
should have been to expose to Germans the evil of their ways and 
to wean them from perverted ingenuity in fighting against their 
own interests. German imports ought certainly to have declined 
when they adopted the tariff and stopped British dumping. 
Their exports, upon the famous principle of balance, should have 
declined with the imports. In the home market, Protection 
ought to have meant limited consumption and reduced pro- 
duction. The healthy pressure of unlimited foreign competition, 
on the contrary, should have kept the British manufacturer 
strung up to the highest pitch of superior activity and intel- 
ligence. The more our rivals disabled themselves by the 
so-called restrictive system, the more our trade ought to have 
bounded. We ought to have swept our competitors long since 
out of every neutral market in the world. 

Such was the prophesied result. The actual picture presents 
an unsatisfying substitute. We shall most clearly grasp the prin- 
ciples of constructive economics by showing what were and are 
the fallacies of destructive economics. They can be compressed 
into a single sentence. The classical economists, like our 
contemporary Cobdenites, forgot the fundamental distinction 
between raw material and manufacture ; they never made and 
never attempted to make a thorough analysis of foreign trade in its 
competitive aspect ; they almost ignored the fact, for us gigantic, 
that foreign trade had a competitive aspect; they advocated the 
same treatment for competitive and non-competitive imports ; 
they no longer made any real distinction between the things 
that are partly destructive and the things that are wholly and 
entirely beneficial ; and, far above all, the Jaissez faire school, 
turning their back upon the whole history of their own country, 
overlooked the ability of States pursuing a positive policy of 
economic development to create competitive power where it had 
not existed. Created aptitude in the modern world is as con- 
spicuous a factor as natural aptitude. 

Hence the code of orthodox dogma that we are bound to 
criticise with profanity. Take first the idea of laissez faire 
itself with reference to foreign trade. This idea finds its best 
expression in a statement attributed to Lord Grenville, which I 
have taken from a famous protest in 1815 against the Corn Laws. 
“Public prosperity,” it says, “is best promoted by leaving uncon- 
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trolled the free current of national industry.” Fair words! The 
Cobden Club thinks that something has been done to realise 
them. But it takes two to make a Free Trade bargain, and other 
countries have always refused to strike one with us since the 
competitive era began. In other words, it takes two to remove 
restrictions upon exchange—that is, upon the “ current of national 
industry ” flowing out into the channels of foreign trade. It takes 
two to set that current free. Free imports into this market have 
enabled foreign Protection to develop with impunity, with the 
result of checking the sale of British goods abroad, and sending 
competitive imports here to check the sale of British goods at 
home—a double check through foreign legislation upon the 
output of British goods. Foreign tariffs acting directly upon this 
market through indiscriminate free imports exert a very powerful 
influence upon the operations of British capital and industry ; 
which are being gradually forced out of the more natural into 
less natural channels. There is no laissez faire in foreign 
trade. The system we call laissez faire is simply one which 
leaves foreign restrictions free to act most adversely upon 
our commerce. The paradox of laissez faire is that, by com- 
parison with our protected rivals, our competitive power is 
knee-haltered. 

Thus, free imports are the principle of least development 
because they limit our market to the utmost, and at the same 
time expand the markets of our competitors. America and 
Germany, while keeping a firm grip of their home markets, enjoy 
in neutral markets the most-favoured-nation clause just as we do, 
and get more practical benefit out of it, since it is they who in the 
course of their tariff negotiations actually adjust the most-favoured- 
nation clause to suit their own trade. They enjoy also the 
absolute freedom of this vast consuming centre. They have 
monopoly at home, equality abroad, and an enormous privilege 
in this market, for which they concede nothing corresponding. 
Again, let us note that political economy wholly ceases to be a 
dismal science, and rivals the gay one when the chief Protectionist 
Powers enjoy most Free Trade, having their imports mainly free 
and a large proportion of their exports free also, 

Let me state here a first positive principle. We cannot claim 
to force our goods upon foreign nations who desire to manufac- 
ture their own just as we do. For this reason the half-way house 
of retaliation must ultimately be advertised to let. We cannot get 
Free Trade for Free Trade. That we know. “ Retaliation,” there- 
fore, must come to the aiternative—tariffs for tariffs. Our first 


constructive principle is that when foreign nations use their 
VOL, XLIII 35 
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power to contract our market abroad, we must, to begin with, 
use Our power to extend our market at home. 

This brings us at once to another of the celebrated sophis- 
tries. I quote it from the great petition* drawn up by Tooke 
and presented by the City of London in 1820. It tells us: “ The 
maxim of buying in the cheapest and selling in the dearest 
market, which regulates every merchant in his individual 
dealings, is strictly applicable as the best rule for the whole 
nation.” That celebrated form of words has simply no applica- 
tion to the conditions of British business. It is more and more 
a question to-day of buying in the cheapest market and selling in 
the biggest, upon the principle of small profits and largest trans- 
actions. It is the foreign manufacturer who buys in the cheapest 
market and sells in the biggest. Have our Cobdenites ever con- 
sidered the full meaning of the fact that raw material is free 
under every scientific tariff? Nearly half the imports, roughly 
speaking, of America, half the imports of Germany, far more 
than half in the case of France, consist of raw material; 
those Powers enjoy free imports of all that can develop a trade 
without hurting any other trade. Thus American manufacturers 
buy their raw material as cheap as we do. The Germans also buy 
their raw material as cheap and their labour cheaper. But when 
it comes to disposing of the finished product and selling it in the 
widest market they have the conquering pull. America has the 
whole of her own market and ours—free sale among 120 
millions of people. Germany has the whole of her own market 
and ours—free sale among 100 millions of people. Our only 
field of free sale is what we share with the other two in this 
market of 40 millions. 

We can no longer afford to give America and Germany points 
in the game; and to secure equal opportunity for British capital 
and labour to compete with the protected nations, we must con- 
tinue to admit raw material as freely as they do, but must restrain 
the sale of their manufactures in order to increase the sale of 
our own. 

A third principal fallacy, stated by John Stuart Mill, is that 
either the corsumer must bear the tax owing to a rise in prices 
or else Protection will not protect. “Inthe case of manufactured 
goods,” says Mill, “the doctrine of taxing for revenue and pro- 
tection simultaneously involves a palpable inconsistency. . . . The 
object of the duty as a means of revenue is inconsistent with its 
affording incidentally any protection. It can only operate its 
protection in so far as it prevents importation, and to whatever 
degree it prevents importation it affords no revenue.” But this is 

* See Appendix. 
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really a purely verbal dilemma unworthy of so acute a mind, and 
unworthy, by the way, of Lord Goschen’s, who tries to make 
great play with this point against Mr. Chamberlain’s Budget. 
Where the tariff is well adjusted it is certain that either the 
foreigner will pay the tax or we shall take the trade. The 
foreigner can only come in to the same extent at the same price. 
Part of that price must pass into the Treasury, where none of it 
went before. The tariff brings a fiscal squeeze to bear upon the 
profits of every foreign manufacturer who succeeds in forcing 
competitive goods through it. In these days such a relief of 
taxation without decrease of revenue is a very important gain 
indeed to economic life. Two anda half per cent. wrung from 
the sufficiently prosperous pockets of those who now send every 
year £140,000,000 of wholly and partially manufactured goods 
into this country, would cover every year the complete cost of 
three new battleships. One of the principles of constructive 
economics therefore is that from a purely revenue point of viewa 
moderate tariff levied upon foreign competition is a wise and 
sound substitute for twopence upon the income-tax. 

But when we have cleared away the sophistical superstructure 
of economic platitude, we touch the fallacy that forms the very 
groundwork and foundation of the laissez faire creed. Dispose of 
this, and the whole doctrine of free imports collapses. What we 
are coming to, it is hardly necessary to say, is the theory that 
imports must be balanced by exports, and that you cannot have 
imports coming into the country without creating a trade to pay 
for them. The Cobdenite contention, in a word, is that it does 
not matter what you import nor how you pay. They refuse to 
consider the character of the trade. It would be as wise to assure 
an invalid that so long as he absorbs something into his system 
powdered glass is as good as boiled chicken. Constructive 
economics depends as a matter of practice upon drawing a firm 
and radical distinction between competitive and non-competitive 
imports, between those which injure some to benefit others and 
those which benefit everybody and injure no one—that is to say, 
we recognise a vital difference between the imports which are 
partly destructive and those that conduce entirely to the industrial 
development of the nation. As regards the pure theory of the 
thing, we know that by exporting a sufficient quantity of our coal 
in a single year we could import sufficient foreign manufacture 
to extinguish all British manufacture. Exports and imports would 
still balance beautifully according to the principle. Consider 
again the obvious fact that in a long course of trade between two 
countries, the one may rise from an agricultural to a manufac- 
turing status, and the other country may decline again from 
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manufacture to agriculture, exports and imports balancing all the 
time ; while these two nations nevertheless end by entirely re- 
versing the réles they began with in the process of exchange. 

From this point of view trace out the real idea suggested by 
this symmetrical doctrine. It is that if exports and imports 
balance there must be equal benefits conferred upon both sides 
of the trade. A little thought, however, will expose the really 
extraordinary error of reasoning here. Suppose you get iron 
from Germany and ship in exchange coal. The benefit to German 
manufacture is unmixed. But in this country the iron taken in 
exchange may close a British ironworks, disbanding the labour 
employed in it, wasting part of the capital that was sunk in it, and 
perhaps driving the remainder of that capital clean out of the 
country. Thus, upon our side, the loss in the iron trade may 
not only wipe out the profit upon the coal shipment, but may 
leave us with a serious balance to the bad. It is entirely 
untrue therefore that the law of equality between exports and 
imports means a law of necessarily equal economic gain to the 
countries concerned. Protectionist nations take care to get the 
maximum benefit from every transaction by encouraging the 
imports that serve the purpose of development sole and simple, 
and by restraining the imports that may injure or destroy one 
home industry by the very same act with which they excite a 
corresponding export upon the part of some other home 
industry. I do not know if I have yet made this point perfectly 
clear, but let me try to put it in another way. 

Suppose the profit to be equal on the goods of equal value 
exchanged. The protected countries make their profit upon 
any one trade with the very least exposure to loss upon any 
other trade. The Cobdenite country makes its return profit 
upon any trade with the maximum liability to loss upon 
some other industry. Germany makes a thousand pounds, say, 
upon her shipment to us of competitive manufacture. We may 
make also a thousand pounds upon a balancing export like coal, 
but may simultaneously lose a thousand pounds through injury 
to some collateral industry by the German competitive import. 
There can be no equal benefit so far as the nation as a whole is 
concerned until we place as effective a check upon foreign com- 
petitive imports as they place upon our manufacture, and adjust 
our fiscal policy as they do to secure that the profit of one trade 
shall be earned with the minimum liability to loss upon another. 
In the theory of balance the classical economists only considered 
the reflex action of imports upon exports. We have to consider 
the intermediate loss that may be involved by the direct action 
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of the competitive import upon the particular home trade against 
which it competes. 

Cobden had a masterly grasp of the modern Protectionist 
principle. He owed his success to that fact. He understood 
that what you exchange for what makes all the difference to your 
industrial position. His ideal, we cannot too often repeat it, was 
to exchange cotton for corn—to export manufactured goods and 
to import food and raw material. The serious fact we have to 
deal with now is that we take more manufacture from our 
protected competitors than we sell to them. If we are to keep 
the high industrial place we have held we must endeavour like 
our rivals to increase our exports of manufacture and to check 
our imports of manufacture. 

The natural process of imports and exports should correspond 
as far as possible with the alimentary processes and the con- 
sequent productive exertion of the human economy. The pre- 
vailing opinion throughout the civilised world in favour of the 
so-called Protectionist system, which is really a bad name for a 
creative or progressive system, will be found to be based upon 
the conviction and experience, that the action, the positive policy, 
of the State, in this matter, is essential to the fullest development 
of the nation, and that the unlimited import of foreign manufacture 
in respect of articles for which the home country is equallyadapted, 
does most effectually diminish or restrain the productive power 
of home manufacture. 

It may be clearly demonstrated that injury to any established 
industry involves some permanent national loss, and that a manu- 
facturing country can derive no compensation for having its 
aptitudes for manufacture discouraged in any particular. In face 
of the steady backing given by foreign tariffs to foreign competi- 
tion no wise State can maintain an attitude of fiscal laissez faire 
or can abstain from parallel action for the security and progress 
of home production. Practical policy will place a firm check 
upon the destructive possibilities of finished imports, and will 
encourage the developing power of raw imports, to the utmost. 

The case therefore lies in five words. “ Protection” is progress: 
“Protection” develops. Only so far as the thing is a real method 
of progress and development are we in favour of it. Where it is 
resorted to by some countries it becomes indeed the only possible 
principle of development for other countries, This is all admir- 
ably condensed by the famous heretical paragraph in John Stuart 
Mill’s Political Economy—the paragraph which John Bright said, 
quite truly from his point of view, would do more harm than the 
rest of the two volumes would do good. What Mill begins by 
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admitting is that Protection is defensible for the industrial 
development of a new country. But the reasons he goes on 
to adduce prove it to be equally defensible for the further 
development of an old country. 

He says, “The superiority of one country over another ina 
branch of production often arises only from having begun it 
sooner. There may be no inherent advantage on one part or 
disadvantage on the other, but only a present superiority of 
acquired skill and experience. A country which has this skill 
and experience yet to acquire may in other respects be better 
adapted to the production than those which were earlier in the 
field; and besides nothing has a greater tendency to promote 
improvements in any branch of production than its trial under a 
new set of conditions.” That is all most just and true, but now 
come the really important words: “It cannot be expected that 
individuals should at their own risk, or rather to their certain loss, 
introduce a new manufacture.” With all the qualifying words in 
which this statement is wrapped up nothing can change its 
meaning. The chain of reasoning which we are bound to draw 
from it runs as follows : 

(1) That Protection develops. 

(2) That countries, instead of having natural aptitudes for 
separate employments, may have identical aptitudes for com- 
petitive employments—this being indeed the dominant fact 
in the industrial world of to-day. 

(3) That aptitudes being otherwise equal Protection must give 
the decisive advantage to the protected manufacturer. 

(4) That under a Free Trade system a country cannot have 
new industries—one means of development being therefore 
closed to it. 

(5) That some of its capital will probably be sucked away from 
home investments to the protected areas—since Mill explains 
clearly that Protection attracts capital by the security it 
affords—another means of development being lost to the 
free importing country. 

(6) That you can create competitive power by Protection. 

(7) That you can therefore improve competitive power by the 
same means. 

(8) If capital must have equal security as against its com- 
petitors to induce it to create an industry it must have the 
same security to remain in an industry or to extend one. 
The security of capital means the efficiency of capital, the 
encouragement of enterprise, and the progress of industry. 

(9) Upon Mill’s principle if you can obtain equality by Protec- 
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tion as against a free importing country, you can secure 
superiority by it. If it admittedly raises you from a lower to 
a higher plane of economic life, the level at which you can 
be legitimately expected to stop is beyond the competence 
of any Cobdenite to define. 

(10) While there is any latent capacity to develop you ought to 
go on developing. 

(11) Protection upon these principles should act as we know 
it does. Its defect is not on the side of under-production, 
but on that of over-production. Its danger is not that it 
restricts, but that it tends to develop too much. 

Well, that is a complaint which we should be glad to see 
national industry contracting. If occasional periods of over- 
production were a sign of decay instead of vitality, shipbuilding, 
exceptionally subject to expansion and contraction as it is, should 
be our weakest industry, instead of our strongest industry rela- 
tively to our competitors. Over-production is a certain sign of 
great progressive energy. 

The future of national industry depends in my conviction upon 
the more powerful application of national capital to national 
business. We must increase to the utmost the scope for invest- 
ment and enterprise throughout the Empire. Although the total 
population of America and Germany surpasses our own, the 
whole relative excess of their people, or perhaps more, is still 
engaged in agriculture. Our purely industrial population is still 
as numerous as that of either the United States or Germany. 
Upon the other hand, our accumulated wealth is probably still 
greater than that of America, and in any case is far greater than 
that of Germany. 

What we want is to multiply the productive force of our popu- 
lation by the fullest use of our far greater wealth per head—in 
other words, by the highest co-efficient of machine power. We 
need a greater concentration of our own wealth upon our own pur- 
poses. We wish to secure, as we have every opportunity to do, 
a renewed attraction of foreign enterprise and skill. If we want 
to have again the most vigorous progress and the most up-to- 
date methods, we must induce capital to embark upon large 
expenditure. We cannot obtain that result without offering 
capital in this country some such security as it enjoys elsewhere. 
We shall never persuade capital to make investments that dump- 
ing may destroy. Enterprise cannot be as alert, inventive, 
sanguine and self-confident in this country as it is where it is 
necessarily far more certain of its returns. 

An examination of the psychology of Cobdenism would deserve 
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a volume to itself, and would be found a very important branch 
of the practical question. No one, we may presume, will be 
found to deny that in every country which admits the raw material 
of industry free, but discriminates against foreign finished goods, 
the activity of capital is encouraged—that in other words the 
creative element in national industry is stimulated—to a greater 
extent than can be possible under indiscriminate free imports. 
Cobdenism admits the fact clearly when it declares that capital 
under the tariff is stimulated at the expense of the consumer. 
But if capital is stimulated at all its operations must be extended ; 
its effect in developing the productive capacity of acountry must 
be more powerful ; it must afford the maximum amount of em- 
ployment; it must tend to raise wages by the most certain of all 
methods, that of increasing the demand for labour ; and it is not 
possible that the consumer upon the balance can lose by it, if 
this chain of reasoning is sound. It will be admitted that the 
populations of the United States, Germany, France, Italy, Belgium 
and so on, never enjoyed since 1846 so high a degree of relative 
prosperity by comparison with ourselves as they do now. 

The psychology of Cobdenism believed that security was ener- 
vating, and that the process of subjecting our industry to the 
unlimited competition of the world would have an especially 
bracing effect. The facts we have to confront on the contrary 
are, that enterprise in America and Germany is carried on with 
extraordinary efficiency, and that British manufacturers are 
accused of lethargy and backwardness. This is not mainly due 
to any inherent defect of mind, but is mainly due to the lack in 
this country of equal competitive conditions, of equal induce- 
ment to equal enterprise. For the rest it is a perfectly well 
assured fact that many foreign manufacturers carrying on in the 
United Kingdom a trade which they do not intend under any 
circumstances to sacrifice, would be forced by the tariff to 
found branch establishments in this country, producing here 
goods that are now made abroad. 

The principle of maximum development demands—the truism 
is almost too elementary to repeat—the maximnm efficiency of 
capital. We can never have the maximum efficiency of capital 
so long as enterprise is less encouraged in this country than in 
competitive countries. Upon this point, Mill’s admission that 
you cannot fairly expect new industries to be established under 
free-importing conditions is sufficient of itself to settle the 
question. 

But the maximum efficiency of capital means the maximum 
provision of employment, and the maximum rate of wages rela- 
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tively to the supply of labour. That is where the consumer 
comes in. In this country the people control their government 
more directly and certainly than does any other nation whatever. 
Again, the trades unions, owing partly to their political, partly to 
their economic power, form the strongest check conceivable 
under democrative conditions upon the power of combined 
capital. With us, there can be no increase of profits without a 
fully proportionate increase in wages. Mr. Winston Churchill, 
in that favourite speech of his which at judicious intervals he 
repeats apparently word for word—as regards the peroration 
certainly word for word—to audiences throughout the country, 
sums up his case in some such terms as these: “To say that 
Protection can secure an increase of wealth is a profound 
economic fallacy, to say that it means a better distribution is a 
downright lie.” If Mr. Churchill would consent to discuss the 
matter with more attention to modern things and less to tradi- 
tional names ; if he could realise that this controversy is not one 
between Free Trade and Protection, but between the system of 
all-free imports and the system of largely free imports, the vigour 
of his vocabulary would be abated and his conception of economic 
possibility enlarged. That the policy of maximum development 
as embodied in a scientific tariff can secure an increase of total 
wealth is a profound economic fact, most brilliantly demonstrated 
in Germany since 1879. But that increase of national wealth 
would mean a larger distribution of wealth among the people is 
what the conditions of this country make certain. 


V. THE URGENCY OF IMPERIAL 
DEVELOPMENT 


The argument widens at this point. To us, the principles of 
constructive economics are mainly or exclusively important for 
their bearing upon the unity, the security, and the development of 
the Empire. Thus far we have considered their application to 
the United Kingdom only. Even from the purely Imperial 
point of view this is half our subject. Now, and for some period 
to come, the maintenance of the Empire must depend to an 
overwhelming degree upon the power and wealth of the 
island. I need not urge here the converse truth now to engage 
us—that the power and wealth of the island must depend at no 
very remote date upon the maintenance of the Empire. At 
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present we are in every respect the heart of our own dominion. 
The physiological system of the Empire, as it were, must be 
considered asa whole by any statesmanship inspired bya spark of 
imagination or clarified by one scintilla of insight into the factors 
of international policy and the conditions of our existence as a 
world Power. The heart must be a healthy and vigorous organ. 
Fatty degeneration there would be fatal to all our political hopes 
as an Imperial people—fatal probably to some of the Colonies, 
fatal perhaps to the English idea itself. 

The chief object of this Club is to urge that the nation 
cannot limit its view of economic policy by an insular horizon. 
Did we attempt once more to lead an isolated life we should 
realise at once the disadvantages of being an island and 
a small one. There are some disadvantages. We have no 
hinterland. Nature has fixed our bounds. We cannot incor- 
porate an inch of European territory not at present belonging to 
the United Kingdom. Railways through Europe and direct 
shipping services are dimininishing our importance to the 
Continent even asa warehousing centre and place of transship- 
ment. Germany, Russia, Austria-Hungary, and even France have 
elastic frontiers. The home territory of some or all of these may 
yet be enlarged by considerable, perhaps remarkable, accessions. 
The success, for instance, of the pan-German movement which 
is the natural form of German Imperialism, would at once create 
a Central European Empire, with a white population larger than 
that of the United States, stretching certainly from the North 
Sea to the Adriatic, perhaps from the North Sea to the Bosphorus. 
This would place a greater European sea-power than any that 
has yet existed except our own, upon the flank of the route to 
India and of all our Imperial communications. Such a develop- 
ment of European politics is a practical contingency no less 
possible than was the partial union of 1870. Again, the ultimate 
incorporation of the whole or part of Belgium into France is a 
perfectly thinkable thing. 

The island cannot increase its size in that way. Left to itself it 
would inevitably become a Power of the second class, and after- 
wards of a lower class. Within the time of those now living, it 
would be surpassed, as we have seen, by at least one other 
European State in manufacturing population, in manufacturing 
production, in the total volume of its trade, in shipping, in naval 
power. Even the national independence of the island, if ngt one 
shred of dominion over sea remained, could not be permanently 
maintained. Without supreme sea-power, we might defend the 
shores of Great Britain—not those of Ireland—by military means, 
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But we could not secure our supplies of food and raw material. 
Any nation displacing us in the sovereignty of the sea could sever 
the arteries of our economic life at will. Isolated, in a word we 
should sink to Holland’s place. It is not enough to realise that 
without the Empire we should cease to be Imperial. Without 
the Empire we could not be independent. If we ever slip from 
the height to which we have risen we must fall far. We must 
bring the people to realise that the Imperial matter is the National 
matter. Our supremacy in sea-power and sea-trade cannot be 
preserved, as I shall endeavour to show, except by the co-opera- 
tion of the Colonies and by the development of the Colonies—in 
other words, by the application of the principles of constructive 
economics to Imperial policy. 

It isimportant here to obtaina clear view of the attitude of the 
Cobdenite movement towards the Empire. We all understand that 
the policy of free imports was more or less connected with anti- 
Imperial opinions. It was a reaction against the mercantile system 
of which the old form of colonial reciprocity, with its singular 
mixture of sense and error, was an integral part. Hence the 
necessity for all the early free importers to disparage the Colonies, 
If they were to ensure the triumph of their creed they had to 
contend not only like Turgot that “Colonies are fruits which 
cling till they ripen,” but that Free Trade would make foreign 
markets more lucrative than markets under the flag. The 
enormous difference between Free Trade and free imports lies 
precisely in the fact that while the one secures the desired access 
to foreign markets, the other does not. The only markets 
in which modern nations can make themselves secure are 
their own. In the seventeenth and eighteenth centuries our 
ancestors were in the same situation. The colonial part of the 
mercantile system, like the other parts of that system, sprang out 
of the requirements of practical policy under the circumstances 
of their time. 

Nothing of this was recognised by the leaders of the Free 
Trade movement; and to realise the intensity of feeling and con- 
viction with which the laissez faire principle was combined with 
the Little England principle, let us attend to a few of Cobden’s 
sentiments upon the subject of the Empire. His old belief 
is summed up in the well-known letter of 1842: 

The Colonial system, with all its dazzling appeals to the passions of the 
people, can never be got rid of except by the inuirect process of Free Trade, 


which will gradually and imper-eptilly :ouse tue bands which unite our 
Colonies to us.* 


% Morley’s Life, vol. i... p. 239. 
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Cobden goes to Malta, and observes : 


The Malta station is the hotbed for naval patronage and the increase of our 
ships of war . . . unwise to encourage the increase of the Navy,”parents might 
find a much better field in unsettled regions abroad.* 

He beholds Gibraltar, and the Rock inspires him with the 
notable remark that : 


England at Gibraltar is a spectacle of brute violence unmitigated by any 
excuses. } 


Mr. John Morley is himself so sympathetically moved by this 
vigorous thought as to add upon his own account that : 


If England had not possessed Gibraltar, she would not have been tempted to 
pursue that turbulent policy in the Mediterranean which is still likely to cost 


her dear. 

As a means of inducing the Continent to understand Free 
Trade, writes Bastiat, “England ought seriously to disarm.” 
Cobden so far agrees with his correspondent that, after the 
Repeal of the Corn Laws, searching for more abuses to demolish, 
he proposed in 1848 
to reduce the Army, Navy, and Ordnance from £18,500,000 to £10,000,000.} 


Investigation presently leads his logical mind further; he 
declares that : 


Before you can rationally hope to reduce the Army or the Navy you must bring 
the public mind to agree to the abolition of the Militia.§ 


These opinions culminate, shall we say, in the following com- 
prehensive damnation of British history : 


Unlike every other people we have during seven centuries been fighting with 
foreign enemies everywhere excepting on our own soil. Need another word be 
said to prove us the most aggressive race under the sun? The Duke's career 
[he means the Duke of Wellington] is no exception to this rule. His victories 
in India were a page in those bloody annals for which God will assuredly exact 
a retribution from us or from our children . . . and his triumphs upon the Con- 
tinent can never be truly said to have been achieved in defence of our own 


independence or liberty.|| 

To this decided mind our rule in India is one of unmitigated 
iniquity. During the Mutiny, with his usual extraordinary 
proneness to prophecy and extraordinary inability to predict, he 
declares : 

There is no future but trouble and loss and disappointment, and I fear crime 
in India ; and they are doing this country the greatest service who tell them the 
honest truth according to their conviction, and prepare them for abandoning at 
some future time the thankless and impossible task.{] 

That is a sentiment which Cobden is constantly repeating and 
under-scoring up to the end of his life: 

* Morley’s Life, vol. i., p. 86. + Ibid., p. 106. t Jbid., vol. ii, p. 34¢ 

§ Ibid., p. 119. || Zééd., p. 1336 | 7oid., p. 208. 
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You know my opinion of old, that I never could feel any enthusiasm for the 
reform of our Indian Government, for I failed to satisfy myself that it was 
possible for us to rule that vast Empire with advantage to its people or our- 
selves. I now regard the task as utterly hopeless.* 

Once more: 

Is it possible [inquires the father of free imports] that we can play the part 
of despot and butcher there without finding our character deteriorate at home ? 

Finally, Cobden summed up the case for abandoning India in 
the following words, uttered only a year before his death : 

We are governing*India. The world never saw such a risk as we run with 
130 or 140 millions of people near the Antipodes, ruling them for the sake of 
their custom and nothing else. I defy you to show that this country has any 
interest except by the commerce we carry on there. I say that is a perilous 
adventure quite unconnected with Free Trade, wholly out of joint with the recent 
tendency of things, which is in favour of nationality and not of domination.f 

It would be as true to say that we have no interest in India 
but its custom, as to say that Milton had no interest in Paradise 
Lost beyond the five pounds he got for it from the publisher. But 
now, to close this review of the antagonism to Empire with 
which the policy of free imports was inseparably associated, let 
us recall the kind of opinion with which Cobden was inspired by 
the prospect of Canadian Federation : 

In my opinion it is for the interest of both that we shall as speedily as pos- 
sible sever the political thread by which we have been connected, and leave 
the individuals on both sides to cultivate the relations of commerce and friendly 
intercourse as with other nations. . . . I have felt an interest in this confedera- 
tion scheme because I thought it was a step in the direction of an amicable 
separation. 

Whether with respect to Canada, India, Gibraltar, Malta, the 
Navy, Army, and Militia, the aristocracy, or the Duke of Welling- 
ton, Cobden’s mind was all of a piece. A fraternal spirit like 
Bright’s denied sea-power itself as an immoral thing. 

Inasmuch as the supremacy of the seas means arrogance and the assumption 
of a dictatorial power on the part of this country, the sooner that becomes 
obsoletezthe better. I do not think it is for the advantage of this country or of 
anyjcountry;!in the world that any one nation should pride itself on the 
supremacy of the sea.§ 

It is hard to imagine how any sort of influence upon British 
policy could ever have been exerted by men holding such 
anarchist conceptions as these, and clinging to them with a 
courage and fidelity which may well serve as a shining example 
to us.\ But such views unfortunately succeeded not only in 

* Morley’s Life, vol. ii. p. 213. 

+ Thorold Rogers, Cobden and Political Opinion, p. 224. 
t Morley’s Life, vol. ite, Pe 470. 

§ Brights Speeches (Macmillan, 18C9), vol. i., p. 145. 
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tincturing public opinion, but in pervading Government de- 
partments. They became the accepted creed among the school 
of permanent officials who until very recently had their hands 
upon the whole machinery of the State. 

I go very far with you [said Lord Blachford, a permanent Under Secre- 
tary of State, writing to Sir Henry Taylor, one of the most powerful officials 
in the Colonial Department] I go very far with you in the desire to shake off 
all responsibly governed Colonies, and as to North America I think if we 
abandon one we had better abandon all.* 

So late as 1864 Sir Henry Taylor himself could write to the 
Duke of Newcastle, the Colonial Secretary at the time, in words 
like the following : 

As to our American possessions, I have long held and often expressed the 
opinion that they are a sort of damnosa hereditas ; and when your Grace and the 
Prince of Wales were employing yourselves so successfully in conciliating the 
colonists, I thought you were drawing closer ties which might better be 
slackened.+ 

Cobden himself hated the Empire with the whole vehemence 
of his heart. The entire Manchester school disliked the Empire 
and disbelieved in it. 

What is really important to note is that such politics were the 
logical development of such economics. If you thought the 
existence of the British Empire a political mistake with a certain 
amount of moral obloquy resting upon it, you were right to 
support the economic measures through which it might be soonest 
dissolved. If you thought from the economic point of view that 
foreign nations were going to throw open their markets more and 
more widely to British trade, that the connection with the Colonies 
gave you of itself no special commercial advantage, that separa- 
tion would promote peace and retrenchment by removing causes 
of quarrel with foreign nations and enabling the Army and Navy 
to be reduced—then it necessarily followed that the existence of 
the British Empire was a political mistake. The ideal of universal 
Free Trade depended strictly upon the ideal of universal peace. 
Both were equally persuasive and both are equally remote. 
Universal peace will only be possible when the lines of the map 
have been finally adjusted, and no powerful nation owns what any 
other powerful nation covets. In the same way universal Free 
Trade will only be possible when every nation has reached full 
development; when industries no longer tend to shift their centre 
of gravity from one country to another; when, in short, inter- 
national commerce has ceased to be in any very important degree 
competitive, and when a real and permanent division of employ- 

* Bowen’s Thirty Years of Colonial Government, vol. i., p. 1. 
+ Bowen, vol. i. p. 4. 
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ment has been actually created. Upon the whole, comparing the 
ideals of universal peace and universal Cobdenism, the latter 
aspect of the millennium seems considerably the further of the 
two. The only way of attaining it was then and is still for some 
nations to renounce development. 

We know, after the experience of half a century from the era of 
glass exhibitions, that the life of peoples, like that of individuals, 
is a thing in flux. There is a struggle for existence between 
nations as between men. Political ambitions overlap. The 
Powers tend to trench upon each other’s margin of subsistence. 
Positive policy, as we have seen in the last generation, still from 
time to time creates new States, and old ones are at intervals over- 
thrown. The world’s destinies are still decided, as now in the 
Far East, by war. Modern Japan is entirely the creation, not 
certainly of laissez faire, but of Government action, its political 
and commercial power developing simultaneously, its economic 
future being dependent upon its fate in arms, It repeats in this 
way the history of England under Chatham and that of Germany 
under Bismarck. Cobden’s idealism was a mist of roseate 
illusion, concealing from him in their stern permanence the 
stronger lineaments of human nature and human nations. 

This Club, on the contrary, takes a creed of Empire as its reason 
of being. We know that no dominion has ever depended upon 
liberty so complete wherever liberty may be conceded or upon 
power so just where power must be exercised. We believe that 
the British Empire represents the greatest secular agency for 
good that has yet existed. That it should continue is, we think, 
of considerable moment for the better and more interesting 
future of mankind, no less than necessary for the political safety 
of our self-governing Colonies, and for the interests of these 
islands in their local character as a great European State. Unlike 
Cobden and the Manchester school again, we think the British 
Empire to be not an unnatural but a practicable system, its ex- 
tremities, while we retain supremacy of the sea, being far more 
freely and intimately connected by water than are, for instance, 
the extremities of the Russian Empire by land. 

But everything at present is in the experimental stage. As the 
result of reverses of fortune it is still possible that Canada might 
cease to be Canadian, that Australia might become a yellow 
continent, that South Africa might even yet be German-Dutch, 
that India might pass to who knows what new masters, that 
England herself might become the Holland of the twentieth 
century. The British Empire is a thing which may dissolve 
with strange completeness or may steadily solidify into all 
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we hope, if we begin even now where we ought to have begun 
long ago. 

Nothing could in the deeper sense be less true than Seeley’s 
idea that the Empire was acquired in absence of mind. We 
really acquired it by a mosi competent application of mind to the 
business. That competent application consisted in the efficient 
attention of our ancestors, from Burleigh’s time onward for two 
centuries and more, to the “sea affair” and the “ trade affair.” 
Only by a similarly active and vigorous management of both the 
sea affair and the trade affair can we maintain the Empire as 
successfully as it was founded. 

The British Empire is as susceptible as any other State to 
the strengthening influence of right policy, and is as liable as any 
other to be destroyed by bad policy or the absence of policy. It 
has, however, no time to lose. 

We are not very much afraid of the Empire being disrupted by | 
any spontaneous movement from within; but we have to concern 
ourselves more closely with the danger of its being disrupted 
from without, whether by armed attack or economic temptation. 
Some main considerations will show conclusively that we cannot 
pretend to deal even temporarily with the industrial problem 
apart from the Imperial problem, and that the latter is the more 
pressing of the two. 

Consider the problem of problems—that of population. “The 
frontizrs of the weak are seas and rocks; the frontiers of the 
strong are men,” wrote Lamartine, after his manner, and there is 
fibre as well as rhetoric in the phrase. We may say that by far 
the most important economic products of any dominion are not 
goods but men, especially white men. Where the commercial and 
political capacity of average individuals is tolerably equal, which we 
must now assume to be the case as between Americans, Germans, 
and ourselves, numbers must tell. We control a fourth of the 
globe's surface, including nearly all the land outside the area of 
the United States most fit for white settlement. What are we 
doing with that land? In the whole of the British Empire there 
are but fifty-three millions of white men—little more than the 
island population of Japan. Germany has nearly sixty millions ; 
the United States (ignoring negroes) has seventy millions. The 
disparity is as yet not overwhelming, but it must become so 
unless we can stop the scales from tilting more and more against 
us with an ultimate view to reversing the balance. The force of 
the other two greatest Powers is not merely superior in respect of 
numbers, but it is a compact whole acting with concentrated 
strength. Our inferior numbers are distributed and unorganised. 
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Another point, and it is momentous, is that the population of the 
United States increases three times as fast as ours, that of 
Germany twice as fast. 

In both these countries practically all the annual increase goes 
into manufacturing and industrial pursuits, and adds every year 
the equivalent of another large market to the home manufac- 
turers’ sphere. That in face of these facts we should still lose 
most of our emigrants and the best to the Stars and Stripes, 
while the vast empty lands under the flag are crying out for 
settlers, is the very insanity of laissez faire. The lost emigrant 
counts two upon a division—he and his posterity are items sub- 
tracted from our Imperial force and added to a competing force. 
With regard to the question of white population alone, unless we 
can keep all our own people henceforth under the flag and 
_attract suitable emigrants from other white races, we shall 
be crushed automatically both in power and trade by the 
numerical preponderance of our rivals. In this matter, if we 
were prudently guided, we should not lose a single hour. The 
capitalised value of every British subject who becomes an alien 
means such a serious political and economic loss that almost any 
reasonable premium paid to keep such an emigrant under the 
flag would be a sound business transaction. 

We know howsharply the development of Canada was checked 
by the abandonment of our former preference system when 
Cobdenism triumphed in the forties. At that time we received 
from our own Colony a high proportion—from 30 to 40 per cent. 
—of our total imports of wheat from North America. We could 
have modified at that time bya different policy the whole eco- 
nomic development of that Continent. Canada might have 
become the granary of the Empire as the island ceased to be 
self-supporting. The Dominion would have had a population to- 
day of twenty millions or more, instead of five ; Australia and 
South Africa would have advanced more vigorously. Peaceful 
measures taken some decades ago to attract more British settlers 
to the Cape, for instance, would have saved the recent war and 
more than two hundred millions of money. In 1846, had a posi- 
tive policy for the development of the Empire been adopted, the 
British flag would now be floating over a much larger white 
population than that of either the United States or Germany. It 
is plain that with the largest white population of any single State 
the British Empire would be the strongest as well as the widest 
system in the world. Unless policy shall make some serious 
effort to improve our present relative position, which is even 


now far too low, it is in the highest degree improbable that our 
VOL, XLII 36 


34 THE NATIONAL REVIEW 


dominion can be maintained. We want more people that we 
may have more commerce and more power. These being the 
ends we aim at, the question of the means available is one of 
constructive economics in their Imperial application. 

Preferential trade is the principle of maximum development 
for the Colonies—as a tariff encouraging the import of raw 
material, rather than the import of,foreign manufacture, represents 
the same principle for the nation. The Mother Country’s demand 
for food and raw material ought to act directly on the Colonies’ 
unlimited capacity for supply. This internal process of supply 
and demand within the Empire itself ought to be, what it might 
be, the most powerful economic factor in the whole sphere of sea- 
trade. Only in this way, while securing other incidental objects 
Only less important, can we make the Colonies centres of increase 
for white population under conditions that will build them up on 
British lines and keep them under the British flag. 

Here, however, comes the difficulty of method. A national 
tariff, if it were possible to separate the interests of the island from 
those of the Empire, would doubtless place a duty upon foreign 
manufacture and leave all other imports free. The preference 
policy asks democracy for purposes of Imperial development to 
place a tax upon foreign food. For us these two schemes must 
stand or fall together. Can the consent of democracy be secured 
to a proposal so daring? I think it can be secured when demo- 
cracy is made to understand that as the taxation of foreign 
manufacture would increase the free import of raw material, pro- 
viding the maximum of employment and supporting the maximum 
of population at home, so the taxation of foreign food-stuffs is 
designed to increase the free import of colonial food-stuffs with 
a view to providing the maximum of employment in the Colonies 
and supporting there the maximum population. 

Many national economists in Germany, from List downwards, 
have been opposed to all taxes on food as to taxes on raw 
material. Such taxes in such opinions are only to be justified 
by political and not by directly economic reasons. In Germany 
there is maintained a true Corn Law of a severe description, 
which restricts all food imports, which unquestionably limits the 
supply and raises the price, and which can only be plainly de- 
fended on grounds of military necessity. 

But duties exclusively levied on foreign food imports for the 
purpose of increasing the free supply of colonial food imports 
would have nothing in common with any Corn Laws formerly 
obtaining in this country or now existing abroad. Their purpose, 
method, effect, would be radically different. They would repre- 
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sent an economic policy wholly new to the world’s experience. 
Such duties would be calculated to produce greater rather than 
less abundance, to increase the food supply rather than restrict 
it. It would be quite as accurate, therefore, to call Federal 
trade Free Trade as to call it Protection in the old opprobrious 
sense. The system of preferential trade proposed for the British 
Empire may be as fully justified on grounds of commercial 
advantage as on those of political expediency. 

Politically every Englishman can grasp the proposition—the 
vast majority of Englishmen responding to it when thus stated 
—that the existence of the Empire must depend sooner or later 
upon the relative number of its free citizens. Hence the im- 
portance of keeping under the flag the intending emigrant who 
counts two upon a division. It is self-evident that preference in 
this market must increase the number of colonial agriculturists 
if it increases the profitableness of colonial agriculture. It would 
deflect into Imperial channels part of the streams of emigration 
which now flow towards other directions. It is the prevailing 
opinion of all the Colonies without exception, that preference 
would stimulate their growth. There can indeed be no doubt 
of it. 

The concrete and critical question is, however, that of Canada, 
Emigrants will go where there is most hope. There is always a 
favourite land. It has been the Republic. It will be the 
Dominion. Preference or no preference, Canada will now get 
her increase of population. Will she get it under conditions in- 
creasing the probability that Canada will remain Canada? There 
again we have a question of existence for the British Empire no 
less than for her greatest Colony. The present tendency is to fill 
the Canadian wheat lands with United States settlers, to saturate 
the Colony generally with United States capital, to turn the 
Dominion from the American point of view into a Transvaal 
over the border. A process of permeation of that kind between 
the greater and the smaller of two adjoining States must 
man in the end assimilation unless stronger influences are made 
to act from another direction. If the preferential connection 
with the British Empire makes Canadian agriculture more profit- 
able than it could be otherwise, the American settler under the 
strongest of inducements that can act upon an emigrant, who 
only moves that he may prosper, would become British. 
Secondly, preference, combined as it ought to be with more direct 
measures of encouragement, would draw into Canada more 
emigrants from home and from other European countries. This 
mingling of elements would more easily enable the strong 
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national spirit now rising in the Dominion to assimilate them all. 
This Empire wishes to remain an Empire, and within it Canada 
wishes to remain Canada. The possibility of the greater ideal 
must depend upon the achievement of the less. If we use with 
any decision our unrivalled consuming power to develop 
colonial producing power, Canada will remain Canada, and this 
Empire will remain an Empire. 

Economically the advantage of the preferential duties is no less 
clear than their political necessity. We are fairly asked, “What 
will the Colonies do for you?” They have done something in 
the direction of giving to us a trade they might have given to 
others. They are prepared to do more still when we make a first 
effort to reciprocate. But a preferential policy on our part 
would still be urgently demanded in our insular interests, whether 
the Colonies made any further return or not. The advantage of 
the arrangement to us may be much improved by their action, 
but will be mainly independent of their action. And for this 
reason. 

Our demand for the things by which we live must develop 
supply somewhere. It must develop foreign territory or else the 
Empire. When such a choice lies in our hands can there be any 
doubt as to how we ought to exercise it? The existence of 
isolated free imports in this country has immensely facilitated in 
different ways the rise of American and German competition. 
We have gone on nourishing their manufactures while they have 
gone on repressing ours—a process which evidently tends to 
inequality. 

Again, take the theoretical problem in its concrete aspect. We 
must either continue to draw the bulk of our imports of food 
and raw material from the United States or we must commence 
to draw them more abundantly from the Colonies. What have 
we done in the past under conditions of exchange contrary to all 
that Cobden hoped to secure by his system—or at least by his 
half a system, that fragment of a creed, that torso of a policy which 
is all he succeeded in bequeathing to us? We first increased very 
materially the agricultural wealth and the population of the 
United States. Then upon that basis America built her present 
manufacturing power. We gratuitously provided agricultural 
consumers by the million for the competitive goods of protected 
manufactures ; and that is what we are still doing for the com- 
munity, which is already far larger and so far as relates to present 
earnings richer than we, which hopes to sweep us out of 
many neutral markets and presses us hard even in Colonial 
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By spending annually a hundred millions sterling upon the 
United States which we might have spent within the Empire 
we lose in every way. A trade of that character would be con- 
ducted within the Empire upon far better terms of exchange. 
The reason is again plain. Every colonial as a customer is 
worth to us upon the average from ten to twenty Americans. 
Even if colonial tariffs should remain at their present level they 
are a trifle by comparison with the average 70 per cent. duty 
under McKinleyism. American manufacture would be strong 
enough to exclude ours even under a lower tariff. Colonial 
manufacture under higher tariffs cannot be carried on for many 
years upon a scale enabling it to exclude British so completely. 
Again, no single colony equals the United States in potential 
capacity for every manner of industry. No colony could ever be 
as economically self-contained as the Republic is or as inde- 
pendent of us and others, It is certain that the more food and 
raw material we draw from the Colonies instead of from the 
United States, the greater proportion of manufactures we shall 
send out in return. 

The practical case for preferential trade in a word is this— 
whether we shall continue to spend a hundred millions sterling a 
year in developing American competition, or whether we shall use 
that vast amount to create colonial customers and Imperial 
citizens. Constructive economics must dictate that policy by 
whatever name called, which means the most energetic effort to 
develop trade and power under the flag. 

Here, however, we reach another consideration of the first 
importance. From the question of filling out the Colonies we 
come at once te the wider conception of a self-sustaining Empire. 
While we know that the strength of its white population determines 
the political power of the Empire, the nearly four hundred millions 
of its native subjects in India and elsewhere are an enormous 
economic asset which ought ultimately to ensure the absolute 
supremacy of the British Empire in production and exchange 
over any other single system. The United States produces the 
bulk of all the raw material it requires except the fine wools and 
tin. This Empire already produces most of the world’s wool and 
tin. It is unquestionably capable of becoming by far the greatest 
cotton-growing power. We can make it self-providing in 
respect of all the chief crude materials, with perhaps the 
serious exception of iron ores. We must have the materials: 
here, again, our demand is a factor which in calling forth 
the supply must develop either Imperial or foreign territory. 

Not only the principles of constructive economics but the 
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clements of sound policy demand that where the choice lies in 
our own hands our consuming power should develop lands under 
the flag to the greatest extent possible, instead of lands outside the 
flag. India, for instance, requires fresh fields of subsistence for 
her surplus population. She needs Colonies as much as we do. 
The future organisation of our colonial possessions must provide 
some definite sphere of settlement for Indian natives, and Iam not 
sure that as a beginning Uganda ought not to be administered 
from Simla. Realise the whole possibility implied by the two 
facts that in some portions of our territories we have vast areas 
of undeveloped land, in other portions we have masses of surplus 
labour. To bring the two things into productive contact would 
be the object of a policy regarding the Empire as a whole, with 
the world-embracing vision absolutely demanded for its right 
management. 

Again, take the political aspect of a self-sustaining system, and 
then take the economic. Politically we cannot be called at present 
a completely independent State, and we have no security. We 
keep an overwhelming navy to cover the transport of our supplies 
when they are on the sea; but what if they should not be 
allowed to reach the sea? It is true that our dependence at 
present is mainly upon a friendly Power, but that relationship 
does not conduce to equal consideration and respect between 
the two peoples. It is dangerous to the friendship itself. 
No thinking man amongst us can regard it without disquiet. 
Let us be quite certain that no State which cannot stand 
upon its own basis can stand at all. It is not enough to be 
supported by a friendly prop which might be withdrawn. As a 
matter of business we ought to insure against this risk as against 
every other. Further, we shall see ina moment that, to make 
the Empire self-sustaining to the greatest extent possible, can be 
the only guarantee for the preservation of our sea-power, and 
must, therefore, form the indispensable basis for the maintenance 
of the Empire itself. 

But first let us see how important, how urgent even, is the 
problem upon its purely commercial side. We are told by the 
free-importing mind, by Mr. Asquith, Mr. Leonard Courtney, 
and others, that the conception of a self-contained Empire is 
“unnatural, barbarous and impossible.” This is a formidable 
accumulation of polysyllabic adjectives. Now, however, we are 
told that the existence of Lancashire depends upon making the 
Empire self-supporting with regard to raw cotton. That remark- 
able demand from the home of Iaissez faire really settles the whole 
question. If Lancashire thinks so much to-day, England will 
think a great deal more to-morrow. 
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For what is Lancashire’s case ? She wants cheaper cotton. 
She discovers that free imports alone do not necessarily mean 
the cheapest supply of a given product. Laissez faire shows 
itself here as a principle of restriction, and therefore of dearness. 
It has limited supply by passively allowing the rapidly-extending 
textile industries of the world to continue mainly dependent 
upon the American cotton belt. Free imports may beall right— 
but there is not enough cotton to go round. Lancashire now 
perceives that the active principle of Imperial development is the 
most effective method of ensuring cheapness. The passive 
reception of foreign supplies, which foreign nations are requiring 
more and more largely for themselves, no longer ensures cheap- 
ness, but, as in the case of cotton, may actually create scarcity. 
We shall have inexhaustible supplies of the cheapest imports 
when we have brought the surplus labour of the Empire’s native 
millicns into contact with the large areas of Imperial territory 
capable of bearing cotton. 

But as with cotton for Lancashire, so with wheat for the 
nation. Here again the United States must indent more and 
more upon home production to meet home consumption. Im- 
perial development is the best guarantee of cheap cotton. Why 
not of cheap food? The principle of maximum development 
is the real clue to constructive economics. The maximum 
development of supply relatively to demand is in everything the 
condition of utmost cheapness; and that utmost development can 
never be secured by a negative policy of free imports, but only 
by a positive policy of State action. The Canadian wheat lands 
will be more rapidly and widely opened up with a preference 
policy than without one. In all these things the Mother Country, 
by her population, wealth, consuming power, must be the 
prime mover of the whole economic mechanism of the Empire. 
Chatham expressed this idea in one of the great passages of the 
American speeches: “Trade is an extended and complicated 
consideration : it reaches as far as ships can sail or winds can 
blow, it is a great and various machine. To regulate the num- 
berless movements of its several parts, and combine them into 
effect for the good of the whole, requires the superintending 
wisdom and energy of the supreme power in the Empire.” 
Unless the Empire becomes sufficiently self-providing from the 
economic point of view, it can never be sufficiently self-secure 
from the political, There is no principle more important in the 
whole economic doctrine of development than that which dic- 
tates a positive policy for increasing the abundance of our sea 
supplies, and securing, so far as human foresight can, that they 
shall be always available, 
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We come now to final considerations. The fiscal controversy 
will be determined in the future, as it was in 1846, not by theo- 
retical considerations, but by issues practical and urgent. The 
case of cotton has settled /aissez faire in Lancashire, and has 
made it impossible in the tabernacle of the Cobdenite doctrine to 
argue any longer with decency or success against the ideal of a 
self-sustaining Empire. In the same way we shall be faced 
within the next few years by the fact that Canada is the key of 
the Empire in more than the ordinary sense. It is the key 
to sea-power and shipping supremacy. Both would pass from 
our hands if the Dominion became part of a North American 
Zollverein. But the alternative must be between Imperial pre- 
ference and American reciprocity. One way or the other 
Canada must move. If the fiscal movement definitely failed here, 
pan-Americanism would assuredly succeed. Terms would be 
offered which the Canadian people, as their leading statesmen 
have warned us, would be unable to resist. If our free importers 
had their way the Dominion would be assured under all cir- 
cumstances of having the same unconditional access to our 
markets as every foreign nation enjoys. Reciprocity with 
Washington would give her more of the United States market as 
well. The certain alternative to Imperial preference will be 
reciprocity as between Republic and the Dominion—then com- 
mercial union, then political incorporation. 

If Canada goes, however, the whole fabric of Empire must break 
asunder for economic reasons that would cause maritime and 
mercantile supremacy to pass altogether from us. If a solid 
North America is ever created it must be the first shipping and 
naval Power in the world, controlling a double Continent and 
dominating the two oceans to be joined by the Panama Canal. 
That waterway in itself must, under any circumstances, mean a 
remarkable increase in the coasting trade of the United States, 
which, let us remember, is an ocean trade. The whole tendency 
of modern traffic is for the railway systems to link up with the 
steamship lines. Again and again it was explained to us when 
the Atlantic Shipping Combine was formed that the British 
companies were bound to enter it. The American railways con- 
trolled the freight, and must therefore control the ships. That is 
perhaps quite the most far-reaching economic tendency with 
which we have to reckon. For the present the collapse of 
Morganeering finance has seemed to remove the danger which 
caused so sober an authority as Sir Robert Giffen a couple of 
years ago to advocate the nationalisation out and out of the 
British mercantile marine as a gigantic remedy for a serious 
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problem. We enjoy just now an illusory respite, but the problem 
will appear again. No one who endeavours to follow the move- 
ment of American opinion can fail to be struck by the ineradi- 
cable strength of its desire to create a great merchant navy as 
well as a great fighting navy. 

It is a natural desire and an inevitable one. But it means the 
annexation toa fatal extent of the invisible exports so comforting 
tothe Board of Trade. Ships which take the traffic one way must 
of course take it both ways. Once controlling the freights upon 
their own side, the American railways would control the Atlantic 
trade altogether. Our shipping supremacy under these circum- 
stances is liable to wane, whenever seriously attacked, quite as 
rapidly as our position in the iron trade, for instance, has been 
altered. Just as we now hold an overwhelming predominance 
in the carrying trade, we held it only a quarter of a century ago 
in the iron trade, but there we have been brought down to the 
third place before any of us rightly grasped what was happening. 
Where private finance has again failed the United States again 
shows signs of thinking that public finance mustintervene. There 
has of late been a perceptible inclination to revive the agitation 
for a Shipping Subsidies Bill. Such a measure would, of course, 
mean the fight for our commercial lives. Under commercial 
union between the Republic and the Dominion, to return to our 
main point, the power of the North American railways to divert 
the freight would be impossible to resist. 

This is where Canada again holds the key. The permanent 
security for mercantile supremacy and sea-power lies in prefer- 
ential trade. British shipping will not be safe a few decades hence 
unless it is made safe at both ends now. With the development of 
colonial supplies the bulk of our imports of food and raw 
material will be of British origin. We shall be certain then, but 
only then, to have them borne always to our ports in British 
ships. In every popular movement there must be one main idea 
to form the focus of all argument. This, in my conviction, 
should be the main idea of our movement. We conceive a system 
under which our imports, becoming again in an overwhelming 
proportion as free as now, shall consist of food and raw materials, 
the products of British soil, raised by the hands of British subjects, 
white or native, carried over British railways to British ports, and 
shipped by British vessels to British people. Under a national 
tariff, as was contended at the beginning of this paper, we at 
home should have a higher creative and consuming power than 
now; we should check the exceedingly dangerous tendency of 
the Colonies to send more and more of their raw material to 
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foreign markets and to receive foreign finished articles in return ; 
and we should export, in accordance with what ought to be the 
steady aim of our commercial policy, the maximum percentage 
of manufactured goods relatively to the volume of our imports. 

This is the sole means by which the British Empire can be 
converted into an organic system with adequate powers of 
progress and resistance. Preferential trade would place our 
dominion upon a natural and solid basis with a clear prospect of 
permanence. The Sea-State would rest upon a fundamental 
Suarantee—the economic security of sea-power. Again let me 
emphasise that point. It is the vital one. Under preferential 
trade the volume of inter-Imperial exchange, the value and bulk 
of the Empire’s internal commerce, would remain beyond all 
comparison the strongest factors in the sea-trade of the world. 
We shall see this if we examine closely the position of our 
competitors, 

Weak policy, as has been shown, would enable the United 
States to wrest our supremacy from us. Under preferential trade 
it would be impossible for even the United States to do anything 
of the kind. And foran obvious reason. The United States, not 
fiscally but naturally and on account of the very extent of its 
territorial resources, is more than any other country what the 
Germans call a closed system. Its commercial power is mainly 
a matter of domestic exchange. Producing so much of her food 
and raw material within herself, America is not at all fitted to 
rival us in imports. With respect to exports, our relative Imperial 
position under preferential trade would be stronger still. Our 
coal shipments alone represent even now the enormous 
weight of 60,000,000 tons actually, that is to say, a weight of 
freight greater than is represented by all the exports and imports 
combined of the United States. But the United States is also 
tending rapidly to consume more and more of her corn and raw 
cotton; and as she gradually substitutes shipments of finished 
goods for cargoes of the bulkier and cruder commodities, the 
weight of her exports in the future is likely to diminish as its value 
increases. Canada’s commerce, on the other hand, will grow 
more and more in bulk and weight as well as in value. Detailed 
figures would establish this proposition if the Club desired, but 
it is not necessary to encumber the argument with them. 

The sea-trade of the Empire, developed by its native as well 
as its white population, must always employ, if we keep Canada, 
a vastly larger shipping than the United States will ever need. 
Germany’s trade passes to so large an extent across her land 
frontiers, that if we can hold the Empire together we shall keep 
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down her maritime rivalry with ease. The political possibilities 
of Pan-Germanism with respect to the incorporation of Holland 
and Austria make it probable however that the German Empire 
will be a more persistent and serious competitor for sea-trade and 
sea-power thanthe United States. With a large extension of her 
European boundaries her population would be equal or superior 
to that of the United States, and being more dependent upon sea- 
borne products that population would need a larger shipping. 
Under another generation of fiscal laissez faire, however, the 
things of which we might keep a permanent grasp must drift out 
of our hands. America will become the first maritime and naval 
power if Canada is incorporated with the States ; and Germany, 
using her military force to extend her frontiers and to complete 
the racial unification that was not perfectly accomplished in 1870, 
would assuredly become the second maritime and naval nation. 
But if we keep Canada by preferential trade, if we use every 
exertion to develop the population of the white Colonies, if we 
utilise the immense economic advantages we possess in the 
tropical territories and the countless native subjects of the Crown, 
and if we raise the manufacturing and consuming capacity ot 
this island to the point of maximum development by a national 
tariff stimulating British capital and labour to some degree as 
competitive enterprise and employment are stimulated abroad— 
then the economic foundations of sea-trade, of sea-power, of the 
Imperial Sea-State will remain impregnable. 

Were the Empire ever dissolved, history would have to look for 
the reason in the policy of 1846. Ignoring national distinctions, 
hating the Imperial ideal, the classical economists and the authors 
of Cobdenism, forgot that trade means population, and that it 
makes all the difference to the future of a State whether population 
is developed under the flag or under other flags. Preferential 
trade adopted fifty years ago would have filled out the Colonies, 
and the Empire would have had at this moment a far larger white 
population than the United States. 

It is still possible to work for that purpose with the reasoned 
expectation, nay with the clearest certainty, of success. In its 
extent of undeveloped territory the Empire is younger than the 
Republic. Canada, Australia, South Africa, these are now the 
lands of the future. The Empire offers the wider and the more 
productive fields for white settlement. With its native races, 
forming a fifth of the whole number of mankind, we dispose even 
now of incomparable human forces if we have but the wit and 
will to wield them. Contrary to some pessimistic estimates, 
English freedom is an asset of Imperial strength—an aid and not 
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a hindrance to Imperial action. We have solved the constitutional 
problems which will continue to be a cause of embarrassment 
and distraction for the chief continental States, especially 
Germany and Russia : while even by comparison with the United 
States the comparative moderation of our social and economic 
conflicts, the homogeneous strength of the stock, the historic 
unity between all classes of the nation, and the yet unbroken 
greatness of continuous traditions, are elements of power which 
never can count for nought. Our experiences during the late 
war proved once for all that vigorous and competent government 
can always rely with complete confidence upon the instinctive 
political discipline and good sense of a sound and_ staunch 
democracy. Our sea-power relatively never was so potent an 
instrument as now. 

Every day in the last few weeks has been a new revelation of 
the traversable and connecting character of the sea, and has 
shown us again that our dominion is more effectually united by 
water than the uninterrupted territory of Russia is united by 
land. Splendid isolation is evidently over, probably well over. 
If we manage our future alliances with prudence and foresight 
there is no conceivable attempt to disrupt the Empire that we 
might not provice against. Our temporary disadvantages, owing 
to the swerving under Jaissez faire from the old line of national 
policy, are in several respects severe, and capable either of fatal 
issues or of complete remedy. If wecan preserve the Sea-State 
for one generation longer, securing through Federal Trade its 
economic development and political union, we shall be certain of 
that increase of white population, wealth, and commerce, which 
will make the British Empire a permanent system, established 
upon a concrete basis, and relying for the full security of its 
future upon its own co-ordinated Power. 
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APPENDIX 


We shall best recapitulate the argument and throw the cosmopolitan and the 
national theories of economics into the clearest contrast if we set out here the 
chief clauses of the London Free Trade Petition of 1820 (admittedly the ablest 
short statement of the Jatssez faire case ever made), and attempt an answer 
paragraph by paragraph from the point of view of the modern dynamic or 


progressive school. 


PETITION. 


To the Honourable the Commons, 
the petition of the Merchants of the 
City of London. Sheweth : 

1. That foreign commerce is emi- 
nently conducive to the wealth and 
prosperity of a country, by enabling it 
to import the commodities for the 
production of which the soil, climate, 
capital, and industry of other coun- 
tries are best calculated, and to export 
in turn payment for those articles for 
which its own situation is better 
adapted. 


2. That freedom from restraint is 
calculated to give the utmost exten- 
sion to foreign trade, and the best 
direction to the capital and industry 
of the country. 


ANSWER, 


1. The Jaissez faire movement 
begins here by ignoring the Empire. 
The advantages claimed for foreign 
commerce belong more accurately to 
maritime commerce. Happily for us 
our maritime commerce need not be 
foreign, and may be to a large or'a main 
extent inter-Imperial. Even under 
free exchange inter-Imperial trade 
would be, transaction for transaction 
far more conducive than foreign to 
the wealth and power of the Imperial 
State, by giving at least equal eco- 
nomic advantages to the island, and 
securing on the other side the parallel 
development of British population and 
territory, instead of foreign population 
and territory. See also below. 

2. There is no freedom from re- 
straint in foreign trade. Measures 
for the development of the Empire 
are calculated to give the utmost ex- 
tension to our maritime trade by 
securing the fullest exchange of goods 
for goods. The best direction will be 
given to the capital and industry of 
the country by the interference of the 
State for the purpose of redressing 
unequal conditions of competition and 
providing the larger scope at home, 
which is the only possible compensa- 
tion for restrictions abroad. 
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‘PETITION. 

3. That the maxim of buying in the 
cheapest market and selling in the 
dearest, which regulates every mer- 
chant in his individual dealings, is 
strictly applicable as the best rule for 
the whole nation. 


4. That a policy founded on these 
principles would render the commerce 
of the world an interchange of mutual 
advantages, and diffuse an increase of 
wealth and enjoyments among the 
inhabitants of each State. 


5. That unfortunately a policy the 
very reverse of this has been and is 
acted upon by the Government of this 
and every other country, each trying 
to exclude the production of other 
countries with the specious and well- 
meant design of encouraging its own 
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ANSWER. 


3. The protected manufacturer 
under tariffs leaving raw material free 
is the person who makes the most 
complete application of this principle. 
But the whole formula as applied to 
modern economic conditions is an 
antiquated and unreal one. The prin- 
ciple of maximum development is as 
follows : to utilise the largest possible 
supply of what you consume, to cater 
for the largest possible demand with 


respect to what you produce. The 


State, as in the case of cotton, can be 
more efficient than lazssez faire in 
actually creating larger and cheaper 
supply as well as in securing for the 
nation wider markets. We may revise 
this famous principle as follows—buy in 
the fullest market and sell inthelargest. 

4. We have not induced the world 
to accept this view, because it is cer- 
tainly not true as written. Even free 
exchange as Mill recognised in the 
celebrated heretical paragraph can 
obviously confer equal advantage on/y 
upon equally developed nations. 
Foreign nations could not have de- 
veloped their aptitude for manufacture 
except by protection against the over- 
whelming advantage we possessed 
when they began. But their policy of 
national development has enormously 
increased the total world-supply of 
manufactured commodities, and has 
diffused the maximum increase of 
wealth and enjoyments among the 
inhabitants of competitive States. For 
us a policy founded on the principles 
of Imperial development will secure 
the maximum increase of wealth and 
power for all the inhabitants, whether 
insular or transoceanic of the Imperial 
Sea-State. 

5. Answered by Mill, modern his- 
tory, and previous paragraphs. The 


tariff only restrains competitive manu- 
facture and encourages to the fullest 
extent the free import of all the foreign 
production that is best calculated to 
nourish home production. 
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PETITION. 


production, thus inflicting on the bulk 
of its subjects who are consumers the 
necessity of submitting to privations 
in the quantity and quality of com- 
modities; and thus rendering, what 
ought to be the source of mutual 
benefit and of harmony among States, 
a constantly recurring occasion of 
jealousy and hostility. 


6. That the prevailing prejudices in 
favour of the protective or restrictive 
system may be traced to the errcneous 
supposition that every importation of 
foreign commodities occasions a dimi- 
nution or discouragement of our own 
productions to the same extent; where- 
as it may be clearly shown that al- 
though the particular description of 
produce which could not stand 
against unrestrained foreign competi- 
tion would be discouraged, yet as no 
importation could be continued for 
any length of time without a corre- 
sponding exportation, direct or in- 
direct, there would be an encourage- 
ment for the purposes of that expor- 
tation of some cther production to 
which our situation might be better 
suited: thus affording at least an 
equal, and probably a greater, and 


ANSWER. 


But this section is mainly interest- 
ing as introducing to us our friend the 
consumer. By the present relations 
between a protected world and a Cob- 
denite island the injury to us as pro- 
ducers of British manufacture is 
greater far than the gain to us as 
consumers of foreign manufacture. 
It is absurd to say of any State that 
the bulk of its subjects are “con- 
sumers.” In every State the really 
typical and important person is “ the 
producer-consumer.” He is_ im- 
measurably more numerous and pros- 
perous abroad than in any previous 
generation. His prosperity is built 
upon the bases of free raw material, 
maximum production, and full com- 
mand of the national market. What 
the petitioners of 1820 never suffi- 
ciently realised is that free exchange 
does not necessarily mean the largest 
exchange ; while the largest produc- 
tion means inevitably the largest trade. 
This is why the policy of development 
has prevailed, and why foreign com- 
merce and general consuming-power 
were never so great in the “ protected ” 
countries as now. 

6. This is the core of the contro- 
versy—that since imports must create 
exports to pay for them under a free 
import system, all things must be 
always all right. 

The “ prevailing prejudice” through- 
out the civilised world in favour 
of the national or progressive prin- 
ciple is found to be based upon the 
conviction and experience that an 
active economic policy on the part of 
the State is essential to the fullest 
development of the nation. For it 1s 
true that every import must develop a 
corresponding export. But the vital 
point is what you exchange for what. 
It would, of course be utterly false to 
say that our manufactured imports 
stimulate by their increase our manu- 
factured exports. Otherwise these lat- 
ter would now be immensely greater 
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PETITION. 


certainly a more beneficial employ- 
ment to our own capital and labour. 


ANSWER. 

than they are. Foreign tariffs prevent 
us from paying for competitive im 
ports by the production of articles to 
which we are best adapted. We 
might, theoretically, import enough 
foreign manufacture to ruin all British 
manufacture, and might balance the 
account by exhausting our coal seams. 
The principle of balance, therefore, 
gives no security whatever for a 
country’s manufacturing position. 
The policy which frees all develop- 
ing imports and taxes all competitive 
ones gives the fullest security. It 
means the largest production and the 
largest exchange. 
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